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Participating and Non-Participating Contracts

I. PROCESS OF DIVIDEND DETERMINATION

The Contribution Method with the Three Factor Formula has generally been used in
determining dividends.

a.

. DESCRIPTION OF EXPERIENCE FACTORS

Investment Income Factors:

Interest earnings, reduced by investment expenses and net taxes, have been used as a
basis for the Investment Income Factor. All participating business of the Company issued
prior to 1989 has been treated as a single experience factor class with respect to
investment income and a common numerical value has been used for all such business.
A modified dividend distribution rate with minor variation by plan has been used for 1989
and later issues.

. Claim Factors:

Issue age, duration since issue and year of issue have been used in defining a claims
factor class. Years of Issue have been grouped into four classes, (i) policies issued prior
to 1948, (ii) policies issued between 1948 and March 1965, (iii) policies issued March
1965 through December 1988 and (iv) policies issued January 1, 1989 and later.

Expense Factors:

For policies issued prior to March 1965, the expense factor reflects a constant percentage
of the difference between the gross premium and the net premium. For policies issued
after March 1965 through 1988, the expense factor reflects variations by plan, issue age
and duration since issue. For policies issued in 1989 and later, the expense factor
reflects variations by plan, issue age and duration since issue.

. Termination Factor:

Not taken into account.

No changes have been made in the basis used to determine these factors since the last filing
of this statement.

GENERAL INTERROGATORIES

1.

Has the contribution principle been followed in determining dividends or refunds?

Yes.

Has any material change occurred with respect to the determination of contract factors?
No.

Have there been any changes in the scales of dividends on new or existing business
authorized for illustration by the company?

No.

Have there been any changes in the scales of dividends apportioned for payment?
No.

For each major block of business, indicate when the dividend scale was last changed
(including changes described in b. above) and indicate the extent of such change in
terms of the percentage by which dividends or refunds payable under the new scale
exceeded or were less than those that would have been paid in the year of change had
the scale not been changed.

Dividends payable on Industrial life were eliminated in 2005.

Dividends payable on most Regular Ordinary plans of life insurance issued prior to
1989 were based on 120% of the scales used in 1996 for the same plans. Dividends
payable on Ordinary life insurance issued between 1989 and 2001 were based on 50%
of the same scales used in 2003. Dividends payable on Ordinary life insurance issued
after 2008 were based on 80% of the same scales used in 2002.
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6. Does the dividend scale incorporate the use of projections or forecasts of experience
factors for any period in excess of two years beyond the effective date of the scale?

No.

7. In the basis of determining investment income experience factors, state whether the
company uses (a) a portfolio average, (b) an investment generation approach, or (c) a
combination of the two approaches.

Portfolio Average Approach has been used.

8. With respect to policy loan provisions:

a. Describe how differences in such provisions affect dividends.

In the past few years, the company has issued some plans of insurance with a loan
interest rate of 8%. All other policies have a 6% loan interest rate. The 8% loan
interest rate policies reflect the difference in lower premium scales and also in the use
of higher investment experience factor.

b. Does the dividend or refund scale contain any provision for varying the amount of
dividend or refund in accordance with the extent to which an individual contract's loan
provision is utilized?

No.
9. Does the reporting entity pay termination dividends on its policies?
No.
10. Does the reporting entity maintain separate participating and non-participating accounts?

No.

11. Are any transfers made from a participating account to another participating, non-
participating, or shareholders’ account?

No.

12. Does the undersigned believe there is a substantial probability that, because of expected
deterioration of experience, the dividends or refunds illustrated on new or existing
business cannot be maintained for at least two years?

No.

13. Describe any aspects of the determination of the dividend or refund scale not covered
above that involve material departures from the actuarial principles of the American
Academy of Actuaries applicable to the determination of dividends.

None.

14. Describe any material changes in the basis of determination of the dividend scale that are
not covered above.

None.

IV. ACTUARIAL OPINION

I, Stafford L. Thompson, Jr., am the Corporate Actuary of North Carolina Mutual Life Insurance
Company and a Member of the American Academy of Actuaries. | have examined the actuarial
assumptions and methods used in determining dividends under the dividend scales of the
individual participating life insurance policies of the company issued for delivery in the United
States. The dividends encompassed by these scales are both:

i) those apportioned for payment during 2009, and

i) those in effect as of January 1, 2009 that are illustrated for payment on new or existing
business in 2009 and later that are authorized for illustration by the company.

My examination included such review of the actuarial assumptions and methods, of the
underlying basic records and such tests of the actuarial calculations as | considered necessary.

In my opinion, these dividends have been determined in accordance with actuarial principles and

practices of the American Academy of Actuaries applicable to the determination of dividends
except as described above.
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Stafford L. Thompson, Jr. FSA, MAAA
Vice President-Corporate Actuary

27, February 2009
Date
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